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Recent Legal Developments

in Latin Americat
The high level of Latin American legislative activity abated
somewhat during the 1967-1968 year. The spirit of innovation that
has characterized legal developments in at least some of the Latin
American countries in recent years gave way in most cases to
consolidation of prior advances.
Land reform measures adopted in the early '60's were amended
and strengthened in Brazil, Colombia, Ecuador and Panami while
Chile, by enacting its Agrarian Reform Law, redeemed one of the
Frei Government's basic pledges.
Economic planning and development continued to be of primary
concern in all of Latin America. Brazil, itself a vast area embracing
distinct climates and subcultures, emphasized regional development
programs geared to the varying needs of the Northeast, the Amazon,
the Central-Western states of Goifs and Mato Grosso, the Southwest
Frontier and the Sao Francisco Valley. New economic incentives to
investors-both local and foreign-were by no means lacking. The
Dominican Republic, whose Government has been willing to impose
austerity measures to promote economic recovery, adopted a new
investment law while Argentina installed a system of concessions
intended to attract private investment to infrastructure development
including roads and bridges. The encouragement of tourism, an
industry which, with notable exceptions such as Mixico, has not thus
far made an important contribution to the Latin American economies,
has been the subject of legislation in Argentina, Bolivia, Brazil and
Venezuela.
In several countries the regulation of the securities markets with
a view toward safeguarding the interests of investors and promoting
capital formation was reminiscent of similar endeavors in the United
States during the '30's. In this field Brazil again took the lead through
* Member of the New York Bar, graduate of the University of Virginia Law School
and chairman of the Section's Committee on Latin American Law.
t For a report of 1966-1967 developments, see 2 InternationalLawyer 262 (1968).
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further refinement of its regulatory system, Peril enacted a securities
law and Argentina proposed a new code of regulation for the stock
exchanges.
These and other developments are discussed in greater detail in
the Report of the Latin American Law Committee** covering the
year ended May 1, 1968, a summary of which appears below.
Argentina
The past year was marked by the appearance of new Penal and
Procedural codes and the circulation for study and recommendation
of several other major codes, including a new law for corporations
and a law to govern the stock exchange. The Civil Code was
amended.
Commercial Law
Resolution 1771 of the Inspector General of National Justice
clarified certain ambiguities which had emerged in practice under
Law 17,3182, the basic corporate law, with respect to the formation
of sociedades an6nimas. The resolution sets forth in an annex a
model charter and an approved form for the initial meeting of
incorporators. These forms have had the salutary effect of substantially reducing the time to establish a new sociedad an6nima in
Argentina, and have reduced the unnecessary uncertainty that was
previously attached to what should be a routine matter.
Law 17,3353 similar in intent to Law 15,272 of 1960, granted an
optional right to revalue fixed assets pursuant to new revaluation
co-efficients. An amount equal to 50% of the value of the assets being
revalued was subjected to a graduated tax of from three to ten
percent. Shares having a stated value to 25% of the amount of
the revaluation could be issued pursuant to the revaluation. The
purpose of the law was to ameliorate tax burdens which had
developed under the regime established by Law 15,272 due to the
** The contributions of the following Committee members are especially acknowledged: Messrs. Richard L. Abbott, Manuel R. Angulo, Rafael C. Benitez, Richard R.
Dillenbeck, Victor C. Folsom, Edwin D. Ford, Jr., Alan M. Grossman, Thomas L. Hughes, John
W. Keffer, Frank E. Nattier, Max M. Schaumburger and Peter Schliesser.
1 Boletih Oficial of December 29, 1967.
2 Boletih Oficial of June 27, 1967.
3 Boleti'n Oficial of July 18, 1967.
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increase in the rate of inflation. Most Argentine corporations found
the law advantageous and elected to exercise the option it provided.
Investments
Several laws intended to encourage private investment in areas
of particular interest to the Argentine Government were passed. The
historically controversial subject of non-Argentine participation in
the development of petroleum deposits received attention in Law
17,3 194, which established procedures for public bidding for concessions for exploration, development and transport of petroleum.
Participation in the tenders was open to foreign bidders, and, in spite
of the disillusionment occasioned by past radical swings in government policy, a number of the major international oil companies are
once again active in the Argentine petroleum sector.
Law 17,5205, which contemplates the grant of concessions to
private (foreign and national) capital to operate infrastructure developments such as roads, bridges, etc., has been much commented on in
Argentina. In addition to the grant of concessions to operate such
facilities on a toll basis, the law permits the Federal Government to
allow investors in approved projects to deduct amounts invested
therein from their Argentine income taxes and also contemplates
exemption of the operating company from Argentine income taxes.
Similar legislation, Law 17,7526, granted income tax deductions
for investments made by Argentine investors in international tourist
hotel projects. The Government is particularly anxious for hotels to
be built in Buenos Aires, Iguazf and Bariloche. In September 1968
Argentine subsidiaries or affiliates of three international hotel companies, formed to take advantage of the benefits contained in the law,
competed for a large tract of land offered for public tender by the
Municipality of Buenos Aires.
Bolivia
The demise of Ernesto "Che" Guevara and his guerrillas was the
outstanding event in Bolivia during the year. The political repercussions from the unauthorized disclosure of the Guevara diaries by a
4 Boletih Oficial of June 30, 1967.

5 Boletin Oficial of November 13, 1967.
6 Boletih Oficial of June 3, 1968.
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member of Bolivia's cabinet almost toppled the President and are still
painfully felt by the Government.
No wonder then that the last twelve months produced little in
major legislative achievements in that strife-torn country. The principal statutes enacted during this period represent a continued effort to
improve Bolivia's economy through measures designed to encourage
private investment and to increase the efficiency of the public sector.
Economy
Bolivia's signing of the draft charter of the Andean Development
Corporation (Corporaci6n Andina de Fomento) in Bogoti on February 7, 1968 probably represents the most important new development
in her economic policy during the period under review. The ultimate
purpose of this new multi-national organization is the establishment
under LAFTA auspices of a subregional market formed by the six
countries of the Andes mountain range, Bolivia, Chile, Colombia,
Ecuador, Per6i and Venezuela. Initially the new corporation is to
engage in multi-national development projects fostering economic
integration.
Of interest to the foreign investor is last year's settlement of the
compensation claims brought against the Bolivian Government by the
Antofagasta (Chile) and Bolivia Railway Company Limited and the
Bolivia Railway Company. These claims arose as a result of the
confiscation of the Bolivian assets of these British companies whose
operating concessions had been revoked in 1962. Under this negotiated settlement, confirmed by Supreme Decree 081917, the companies were awarded 655,402 British Pounds which had been held in
trust by a British Bank and were permitted to retain ownership of
their buildings and real estate in La Paz which had been subject to
provisional confiscation.
Judiciary
In the field of administrative law, the most significant new statute
appears to be Law 3798 which establishes a new charter for Bolivia's
Supreme Court providing for the appointment of 12 Supreme Court
Justices (Ministros de la Corte Suprema) including a Chief Justice
(Presidente de la Corte Suprema). The Court is divided into three
7 Gaceta Oficial of December 20, 1967.
R

Gaceta Oficial of December 27, 1967.
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panels, one for civil matters (five members) and the other two (each
with three members) for criminal and administrative matters, respectively. The Chief Justice serves as ex officio chairman of each panel
but has no casting vote. Panel decisions are taken by simple majority
vote. Plenary sessions of the Court are required in most constitutional and certain appellate matters as well as in all habeas corpus and
mandamus proceedings. Decisions in such cases must have the
concurrence of at least eight Justices.
Land Reform
To speed up land distribution under the Agrarian Reform Law,
the Government has provided for the formation of Mobile Agrarian
Brigades under Supreme Decree 079859. The task of these Brigades
is to reduce title distribution procedures to 120 days for contested
and 60 days for uncontested title proceedings. Thus the land distribution program is to be completed by the end of 1969 rather than in the
year 2050 if continued at present rates, according to Government
estimates.
Mining
Among the new statutes designed to encourage private investment Law 37310 offers a surprise since it invites private participation
in the public mining sector. The law, which sets forth the ground rules
for "mixed" companies, authorizes the Government-owned Bolivian
Mining Corporation ("COMIBOL") to enter into joint ventures with
private investors for the development of presently unexploited
properties under COMIBOL jurisdiction. Provisions favoring the
public sector are limited to priority for the Government in the event
of liquidation of the company, chairmanship of the Board of Directors to be held by a COMIBOL representative and Government
approval of the charter documents and internal regulations of these
companies.
The law is moot on the maximum percentage of equity ownership and the degree of control of private shareholders of "mixed"
companies.
These companies may be formed under Art. 231 of the Bolivian
Commercial Code as corporations or as limited liability companies
I Gaceta Oficial of May 17, 1967.
10Gaceta Oficial of December 27, 1967.
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and, in most respects, are subject to ordinary commercial laws and
regulations. Except as mentioned above, they differ from other
companies only as follows:
a. their duration is limited to 25 years;
b. transfers of shares by private shareholders require Board
approval; and
c. all Board members must be Bolivian residents.
The other statutes favoring the private sector provide for more
liberal depreciation rules and lower "regalia" taxes. Thus Supreme
Decree 0802411 repeals the rule that depreciation reserves for
machinery constitute taxable income unless used for replacements
within three years, and Supreme Decree 0818412 lowers the so-called
"'regalia" tax on export sales of copper ore produced by small miners
to a scale ranging from 0.075 U.S. cents if the price is 31 U.S. cents
per pound fine to 3.96 U.S. cents if the price per pound fine is 52 U.S.
cents.
Less favorable to the private mining sector is Supreme Decree
0823013 requiring all gold and platinum producers in Bolivia to sell
their production to the Central Bank. The Central Bank is required to
pay for these metals in dollars at prevailing market prices on the
London and New York metal exchanges less cost of transportation,
insurance, refining and marketing.
In line with its long-standing policy to build up a smelting and
refinery industry in the country, the Government is about to complete
its first modern tin smelter in the vicinity of Oruro. Supreme Decree
0801714 regulates the Government-owned Empresa Nacional de
Fundiciones, which will be in charge of the new smelter.
Penal
In December 1967 Law 3721s granted a general amnesty for all
persons prosecuted, jailed or exiled for political reasons. It is
probably no coincidence that Congress enacted simultaneously Law
37416 which redefines the crime of engaging in guerrilla activities and

imposes penalties for such activities ranging from eight to twelve
11Gaceta
12

13
14

15
16

Gaceta
Gaceta
Gaceta
Gaceta
Gaceta

Oficial
Oficial
Oficial
Oficial
Oficial
Oficial

of
of
of
of
of
of

July 5, 1967.
December 20, 1967.
January 10-28, 1968.
June 21, 1967.
December 27, 1967.
December 27, 1967.
International Lawyer, Vol. 3, No. 4

Legal Developments in Latin America

years imprisonment if unconnected with other crimes, and of up to
thirty years if combined with homicide, arson, robbery or pillage.
Tourism
The Government intends to coordinate its public information
efforts through a newly created Ministry of Culture, Information and
Tourism pursuant to Supreme Decree 0806017.
Brazil
President Costa e Silva began his administration on March 15,
1967, with a pledge to "humanize the Revolution" of 1964. The
Castelo Branco Government had passed an enormous amount of
legislation which brought about sweeping, and often highly controversial, changes in the economic and social structure of the country.
The Costa e Silva Government, on the other hand, during the past
year has confined itself largely to refining the major programs
initiated by the previous regime.
Banking and Finance
Under the authority of the Capital Market Law of 1965, the
Central Bank has authorized all banks in Brazil to return paid checks
to the issuers, provided they make and retain microfilm copies as
prescribed. Such microfilm records will constitute proof, in court, or
otherwise, as to the movement of current accounts. Central Bank
Circular 105.18
Constitutionaland Administrative
Reflecting changes introduced by the Constitution of 1967, Law
5,38919 made changes in Brazil's Flag, Arms, and National Seal,
including changing the name thereon from "United States of Brazil"
to "Federated Republic of Brazil."
Law 5,36320 directed that priority be given to the transfer to
Brasilia of those Government offices engaged directly in advising the
President and the Ministers, and in planning. To advance the major
reform goal of decentralization, the law directed that these offices

17 Gaceta Oficial of August 9, 1967.

I Diario Oficial of January 12, 1968, Part II.
19 Diario Oficial of February 23, 1968.
20 Diario Oficial of December 1, 1967.
InternationalLawyer, Vol. 3, No. 4

866

INTERNATIONAL LAWYER

shall confine themselves to planning, coordination and control functions; and that. the handling of executive activities and routine
decisions in individual cases are to be left to regional and local offices.
The traditional participation by enforcement employees in fines
and in the proceeds of auctions of confiscated merchandise, long the
subject of debate in Brazil, was narrowed by Articles 104 and 105 of
the Administrative Reform Law, Decree-Law 200.21 Decree 61,79822
restored the prior system in part, but indicated that such participations are to be superseded in the future by adjustments in the salaries
of the affected employees.
Customs and other protection has long been afforded to Brazilian
products under the principle of "similar articles." The practice was
revised and extended by Decree 61,574,23 which specified the criteria
to be applied by the Customs Policy Council (CPA) in determining
whether domestically produced articles are similar (in terms of
quality, price and supply) to imported items. If the determination is
affirmative, CPA is authorized to increase applicable rates of duty by
not more than 30% ad valorem and to make changes in the value
attributed to imported goods for application of the ad valorem rates.
The determinations are required to be published as a periodic list of
the goods which are found to qualify as "similars."
CPA, by Resolution 497,24 delegated the ascertainment of simi-

larity to the Foreign Trade Department of the Bank of Brazil
(CACEX). The Ministry of Finance by Order GB 57325 made

importation of merchandise, which is financed abroad or imported as
investment, subject to certification by CACEX, as a condition to
approval of the importation, that the merchandise is not similar to
articles produced in Brazil or alternatively that an approved agreement covering the importation has been made with the Brazilian
producers of similar articles. Several increases in duty were adopted
during the year under these authorizations.
Incentives
During the year Brazil continued to utilize tax and other incentives on an intensive scale to accomplish economic objectives, under
21
22
23
24
25
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three broad categories: (1) to stimulate particular industries; (2) to
further regional development; and (3) to promote other basic policies.
Stimulation of Industries
The basic incentive in this category continued to be exemption
(usually for four years) from import duties and the tax on industrial
products for imports of machinery, equipment, spare parts and tools,
provided similar items are not produced domestically, and subject to
approval of the project and the importation by the appropriate
"Executive Group" of the Ministry of Industry and Commerce.
These exemptions were offered to certain producers of cellulose,
paper and paperboard by Law 5,415 ;26 to certain steel producers, for
2 years, by Law 5,295;27 and were extended for 2 more years for
manufacturers of tractors, agricultural and road-building machinery
by Law 5,340.28
In a few cases the authorizing decrees designated certain industries to be of special importance to the economy and granted
accelerated depreciation, and declared them eligible to receive tariff
reductions on imports of other requirements, tariff protection for
their production, facilities for participation of foreign investments,
facilities for obtaining credit, and possible government guarantees for
borrowing. Examples are producers of materials for civil construction, Decree 61,979;29 food processors, Decree 60,487;30 and the
paper and printing industries, Decree 60,943.31
The construction of tourist hotels and other projects to increase
the tourist trade have benefitted from substantial incentives since
Decree-Law 5532 and Decree-Law 157.33 Regulations were approved
4
by Decree 62,006.3
Unusually broad incentives have been offered to stimulate the
fishing industry by Decree-Law 221,3 5 regulations for which were
Diario
Diario
Diario
29 Diario
30 Diario
32 Diario
32 Diario
a3 Diario
34 Diario
35 Diario
26

27
28

Oficial
Oficial
Oficial
Oficial
Oficial
Oficial
Oficial
Oficial
Oficial
Oficial

of
of
of
of
of
of
of
of
of
of

April 10, 1968.
June 19, 1967.
October 23, 1967.
December 29, 1967.
March 21, 1967.
July 6, 1967.
November 21, 1966.
February 13, 1967.
December 29, 1967.
February 28, 1967.

International Lawyer, Vol. 3, No. 4

868

INTERNATIONAL LAWYER

approved by Decree 52,458.36 In addition to the 4-year exemption
from import duties and industrial products tax, fishing companies
may qualify for exemption from income tax for the same period; and
any company may take as a credit on its income tax each year until
1972 up to 25% of the tax owing if it invests that amount in approved
projects of the fishing industry.
REGIONAL DEVELOPMENT, in which incentives are an important
part, are treated under a separate heading.
OTHER BASIC POLICIES in which the Government has sought to
advance by the use of incentives include the promotion of industrial
exports, the stabilization of prices and development of the domestic
capital market. Important in this last connection was the extension
through 1968, by Decree-Law 341,3 7 confirmed by Law 4,509,38 of
the right of companies to apply up to 5% of their income tax obligation
to the purchase of securities in the market. The authorization to
individuals under Decree-Law 15739 to apply up to 10% of their
income tax for the same purpose continued in effect.
Labor and Social
Article 158 of the 1967 Constitution guarantees obligatory
workmen's compensation insurance, maintained by the employer.
Law 5,31640 removed workmen's compensation from the private
insurance companies which had handled it until then and made it a
part of the social security system. Premiums, now paid as part of the
employer's social security payments, vary according to the type of
business.
Decree 60,46641 combined the various social security taxes
previously paid on payroll into a single monthly payment equal to
25.8% of payroll, of which 8% is payable by employees through
deduction from wages. It was amended by Decree 60,893.42 The
General Regulations of the social security system were revised and
44
consolidated by Decree 60,50143 corrected by Decree 60,889.
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To make the Government's housing program feasible in the face
of continuing inflation, the unpaid balance of principal on loans for
the purchase or construction of housing is subject to periodic
"monetary correction." See National Economic Council Resolution
3 1.45 As a result of this and other measures, it is reported that total
investment in housing came to 1% of GNP in 1967 and produced
167,000 new homes.
The Superior Labor Court held that mini-skirts do not threaten
labor stability; neither do they violate normal contract provisions.
The Court ordered that several employees who had been dismissed
for wearing mini-skirts be reinstated.
Land Reform and Development
Brazil's ambitious program of land reform initiated by Law
4,504 of November 30, 1964 continued to make favorable, if unspectacular, progress. In particular, impressive headway was made with
the land census undertaken throughout the country pursuant to the
statute.
An Instruction of the National Institute for Agrarian Development (INDA) 46 provides that any private Brazilian company which
participates in the sale in foreign countries of Brazilian rural property
must provide for the registration of itself and of the property in the
books of INDA. This registration will only be given if the interested
party (whether an individual or a private company) provides evidence
of his probity, including, in the case of an individual, good conduct
certificates and, in the case of companies, bank references (including
those of the company's Board members) and other pertinent financial
information. Information must also be furnished giving full details of
the property, including information as to legal title, the climate and
existence of water, the state of the property, communications and
transportation facilities and the availability of markets.
Price Controls
Decree 61,99347 continued the requirement of submission to
CONEP (National Commission for the Stimulation of Price Stabilization) for prior approval of all price increases, and in the absence
45 Diario Oficial of June 20, 1967.
46 Diario Oficial ofApril 17, 1967.
47 Diario Oficial of December 29, 1967.
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of any action by CONEP within 45 days the increase requested is
automatically approved. CONEP Resolution GB-1/6848 gave instructions for applying for price readjustments, indicating the basic factors
which must be shown in order to justify the increase.
CONEP Resolution GB-3/684 9 provided that price readjustments occasioned as a result of devaluation of the cruzeiro would be
examined and approved by CONEP.
Public Utilities
A National Electric System was created by Decree 60,82450 to
coordinate, stimulate and carry out (directly through subsidiary
companies or through concessions) electric power development,
especially hydroelectric resources. Regional Electrification Commissions are established to prepare studies, plans and projects for their
respective regions, utilizing funds generated by the "sole tax" on
electric power and other sources. The amount of the "sole tax" is
fixed quarterly by the Department of Internal Revenue, on the
recommendation of the National Council of Water and Power.
Regional Development
In the area of regional development, SUDENE (concerned with
the Northeast Region) and SUDAM (concerned with the Amazon
region) continued to attract sizable investments. In April 1968, a
director of the Income Tax Department stated that of the NCr$152
million tax declared in returns submitted in January 1968, the
Government would collect NCr$71 million. The balance, or 52% of
the declared taxes, would be applied in the various incentive programs instituted by the Government, with SUDENE getting the
largest share, NCr$56 million, followed by SUDAM, with Ncr$11
million.
Legal developments included the following:
NORTHEAST. Interior Ministry Order 1705' approved SUDENE
guidelines for financing small and medium sized industries in the
Northeast, through utilization of the funds deposited to its account in
the Bank of the Northeast.
48 No Diario Oficial citation available.
49 No Diario Oficial citation available.
50

Diario Oficial of June 9, 1967.

51 Diario Oficial of August 11, 1967.
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AMAZON. Decree 50,29652 approved the Master Plan for the
Development of the Amazon Region for the five-year period 1967
through 1971.
Law 5,37453 reorganized the administrative machinery of the
Amazon development program. It abolished the former supervisory
entity, SPVEA, and created SUDAM, the Superintendency for the
Development of the Amazon Region.
Interior Ministry Order 1054 granted fiscal incentives to stimulate
mineral prospecting in the Amazon region.
MANA US FREE ZONE. With the aim of stimulating the Amazon
area and specifically the industrialization of the Port of Manaus,
Decree 61,24455 regulated the Manaus Free Trade Zone and set up
the Superintendency of the Manaus Free Trade Zone/SUFRAMA.
Under this legislation, all imports except for liquor, cars, perfume,
fire arms and ammunition can enter the zone duty free. Fiscal
incentives are granted through exemption from the import and IPI(Tax on Industrialized Products) taxes if the merchandise is (i)
intended for internal consumption; (ii) used in the manufacture of
other products; (iii) related to fishing and agricultural and livestock
breeding; (iv) to be used in the installation of industries and services
of any nature; and (v) to be warehoused for re-export. The list may be
expanded by the Ministries of Interior, Finance and Planning.
SUDECO, established by Law 5,36556 and regulated by Decree
62,382, 57 set up a Superintendency for the Development of the
Central-Western region of the country, covering the States of Goihs
and Mato Grosso. SUDECO does not involve fiscal incentives similar
to those of the Northeast and Amazon regions. Similarly, DecreeLaw 30158 created the Superintendency for the Development of the
Southwest Frontier-SUDESUL, which is concerned with the development of the States of Parand, Santa Catarina and Rio Grande do Sul.
Decree 61,54459 establishes the Superintendency of the Sao
Francisco Valley-SUVALE, abolishing the former Sao Francisco
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Valley Commission. Again, the fiscal incentives available through
SUDENE and SUDAM are not available through SUVALE.
Securities Regulation
The Central Bank continued to develop its regulatory program
aimed at increasing participation and confidence in the securities
market. Its Resolution 4860 prescribed regulations applicable to
securities underwriters, dealers and brokers which covered granting
of authority to engage in the business; minimum capital requirements; qualifications of directors, managers and salesmen, who must
pass written examinations; the registration of employees; required
record keeping; and reporting and minimum disclosures to customers. Further requirements were published in November 1967 in
Central Bank Resolution 76.
Subsequently, Central Bank Resolution 8861 provided that no
securities can be offered to the public until the issuing corporation
has registered and filed detailed information with the Central Bank
and also has registered the specific issue to be offered for sale.
To attract private sector loans from abroad to Brazilian investment banks, the Central Bank by Resolution 8362 undertook to
guarantee exchange coverage for repayment on maturity of foreign
loans.
Taxation
The major developments in taxation during the past year were in
the area of tax administration, rather than in any substantive modification of the tax system, as such. For the most part, the legislative
and administrative measures were concerned with such matters as
adjustment of rates, changes in periods and methods of collection,
the granting of various fiscal incentives in the form of partial or full
exemptions for different products and industries, and similar actions.
One of the most important and potentially far reaching developments in the area of administration was the creation of the Cartao de
Identidade Cadastral (Registration Identification Card) by Decree
61,43063 providing for the issuance of an identification card to all
60 Diario Oficial of March 17, 1967.
61 Diario Oficial of February 14, 1968.
62

Diario Oficial of January 12, 1968.

63 Diario Oficial of October 11, 1967.
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taxpaying companies and corporations, which card will serve as
proof that the taxpayer has been registered in the General Registry of
Taxpayers. Hereafter, the identification card will have to be exhibited
by the taxpayer at government departments or tax collectors' offices
whenever presenting or filing certain documents or paying taxes. The
decree further requires that the taxpayer's number in the General
Registry of Taxpayers appear on all of the company's papers, even
for private purposes, and that all sections of the company use the
same number. The general director of the Treasurey Department
announced in December 1967 that as of January 1, 1968 no
payments of federal taxes would be received from taxpayers of the
IPI in Rio de Janeiro or Sao Paulo without presentation of the
identification cards, and, further, that no contracts or other transactions with federal departments would be entered into without presentation of the card.
Ministry of Finance Order GB-15564 creates a General Registry
for Physical Persons for the purposes of identifying and registering
those individuals subject to the income tax, and establishes a Physical
Identity Card. The order also regulates "ex officio" registration of
persons, based on external signs of wealth.
Chile
Abuses of Publicity
Law 16,63665 introduced substantial reforms aimed at protecting
freedom of expression and prescribing penalties for abuses. It bars
censorship in any form. The law requires all publications to insert or
broadcast clarifications or corrections of errors, when so instructed,
with the same importance as the original news item, and stiff penalties
are provided for incitement to violence or to hatred or disdain
towards any individuals or groups because of race or religion.
The law provides penal sanctions for publication of news relating
to pending trials and bars reporting of crimes committed by minors,
unless sanctioned in particular cases by the judge who decided the
case. It further requires Chilean majority ownership of all news
media, radio and television.
64 Diario Oficial of June 20, 1968.
65 Diario Oficial of July 28, 1967.
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Land Reform
Perhaps the most important legislation enacted during the past
year was the Agrarian Reform Law, Law 16,640,66 the passage of
which was a prime objective of the Government of President
Eduardo Frei Montalva.
The law permits expropriations of holdings of more than eighty
hectares in area for redistribution to qualified individuals and agrarian
cooperatives. It also permits expropriation in cases where farm land
has been abandoned, poorly cultivated and where it is cultivated by
absentee owners.
The law requires payment to the former owners of expropriated
land, partly in cash and the remainder in agrarian reform bonds.
An individual put in possession of the land eventually obtains
title to it and must pay for it over a period of not more than thirty
years. For an individual to be eligible he must hold less than eighty
hectares, be at least eighteen years of age, a farmer, and either
married or the head of a household. He must personally cultivate the
land and live near it.
The law creates an Agrarian Reform Corporation to receive
expropriated land and supervise its redistribution and cultivation.
Specialized courts, known as Agrarian Reform Tribunals, are
created to resolve all legal disputes arising from expropriations. A
subsequently enacted decree-law spells out the characteristics of the
Agrarian Reform Tribunals. 67 They function under the direction of
the Supreme Court of Chile and have both trial and appellate levels.
On the trial level each tribunal is composed of three persons, two
being government-appointed agricultural experts and the third being a
civil court judge. An Agrarian Reform Tribunal is established in the
capital city of every province.
The Agrarian Reform Law also provided for the creation of a
National Council of Agricultural Credit.68 This body is to study and
plan agricultural credit programs, to set priorities in extending
agricultural credit and to coordinate financing by both the public and
the private sectors so as to provide farmers with ready and ample
access to credit.

66 Diario Oficial of July 28, 1967.
67

Diario Oficial of October 25, 1967.

68 Diario Oficial of November 3, 1967.
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NationalPlanning
Law 16,63569 creates the office of National Planning, known as
ODEPLAN, whose basic functions are to coordinate all planning
activities, to supervise regional planning which is to be carried on
through regional planning offices, and to formulate the National
Development Plan, which ODEPLAN is to present to the President.
Colombia
Land Reform
Law 170 broadens the scope of the basic Law 135 of 1961 with
respect to lands subject to expropriation and increases the powers of
the Instituto Colombiano de Reforma Agraria. The Institute can
expropriate lands regardless of their degree of cultivation. The
Minister of Agriculture may authorize expropriations and termination
of ownership.
Under the provisions of Law 1 rural lands under 300 hectares
are no longer exempt from expropriation.
Mines and Minerals
Law 6071 relating to mineral exploitation is intended to stimulate
prompt exploration and exploitation of subsoil resources and the
increase of exports.
Decree 292,72 which is the Reglamentary Decree of Law 60, sets
forth various measures to implement these purposes, including: the
Government (i) shall not receive royalty payments on operations
involving the exploitation of nonmetallic minerals or on the exploitation of non-precious metals except when the latter are carried out by
"large mining companies," (ii) shall provide for the normal supply of
metallurgical industries or transformation industries established or to
be established in the national territory, and (iii) may agree with the
licensee as to the volume of products which may be freely exported
and the treatment which must be given to these products in order to
guarantee a regular supply to plants established outside the country,
bearing in mind the requirements of the national market and of those

69

Diario Oficial of July 14, 1967.

Diario Oficial of February 12, 1968.
71 Diario Oficial of December 28, 1967.
70

72

Diario Oficial of March 22, 1968.
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areas that are equally affected by reason of complementation or
integration. Precious metals and emeralds continue subject to the
provisons presently in force.
Decree 292 provides that a company qualifying as a "large
mining company" shall pay a royalty of 3% of the value of the crude
ore at the mouth of the mine, said percentage to be increased up to
8% as the level of annual production exceeds specified amounts. A
"large mining company" is defined as one which "by reason of the
volume of its proven reserves is in a position to achieve, either by
itself or by a third party, or in any other direct or indirect manner, the
following levels of annual production: (a) 30,000 tons of minerals
containing native mercury, (b) 150,000 tons of iron ore, of residual
laterite nickel, or titanium or of bauxite as a source of aluminum, (c)
100,000 tons containing any other kind of metal, including mercury
sulphide and non-laterite nickel."
Taxation
In July 1967 the Colombian Congress enacted Decree 1366
containing numerous amendments to the basic income tax law (Law
81 of 1960). An extremely controversial part of Decree 1366 was the
imposition of a 12% remittance tax in addition to the normal income
tax.
Under the weight of heavy criticism and ensuing confusion the
Congress enacted Law 6373 which contained important clarifications
of the new remittance tax. The remittance tax applies to payments or
remittances of taxable income in cash or in kind to foreign corporations that do not distribute dividends or profits in Colombia as well as
to payments or remittances from affiliates, branches or agencies to
their home offices abroad. The tax does not apply to dividend
payments or interest on loans for the importation or exportation of
merchandise, capital goods or raw materials duly registered with the
exchange control authorities.
Under Resolution 508774 of November 30, 1967 interest and
dividend payments made by Colombian companies on bearer securities are subject to an 18% withholding tax (increased from 12%)
beginning January 1, 1968. Dividends and interest paid to persons
residing abroad or to foreign companies that do not distribute profits
73 Diario Oficial of December 28, 1967.
74 Legislaci6n Econ6mica No. 364-365, page 436.
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within Colombia continue to be subject to the 12% withholding tax,
which, pursuant to Law 63 (cited above), is increased to 40% on
dividends or participations received by foreign corporations that do
not show that more than 75% of their shareholders are foreigners not
residing in Colombia.
Metric System
Resolution 112675 of 1967 imposes the use of the decimal metric
system for all operations and transactions in real property beginning
January 1, 1968.

Costa Rica
Economy
Legislative Decree 408176 creates a Center for Promotion of
Exportations and Investments.
Taxation
Legislative Decree 391477 establishes a sales tax, which includes
merchandise and services, of 5% generally, 25% on merchandise
contained in List No. 1, and various amounts on merchandise
contained in List No. 2.

Dominican Republic
Economy
Law 17678 extended for another year Austerity Law 1 of July 8,
1966. Law 176 freezes salaries and pay schedules at certain levels set
by the government for all employees in both public and private
sectors of the economy. Certain additional measures are authorized
by this law to stabilize the economy and the balance of trade. Luxury
automobiles remain on the list of non-importable goods and gasoline
imports may be curtailed by executive decree.

75 Legislaci6n Econ6mica No. 363.
76 Gaceta 53 of March 2, 1968.
77 Gaceta 161 of July 18, 1967.
78 Gaceta Oficial of September 9, 1967.
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Investment Law
Law 299 (published in El Caribe,April 26, 1968) is a new and
liberalized Industrial Incentive and Protection Law, repealing Law 4
of October 8, 1963, and modifying Law 242 of May 30, 1966, which
amended Law 4.
Only those industries which will manufacture new products or
establish new production by means of transformation of national or
foreign raw materials, semi-manufactured products or intermediates
are entitled to the benefits of the new law. In no case will this law be
applied to complementary activities, such as pure marketing, or the
simple obtaining of agricultural raw materials or minerals without
some process of industrial transformation or conversion. The law
further provides that industries governed by other special laws are
excluded from its benefits, which industries include sugar, petroleum
and natural gas extraction, fishing, mineral extraction, agriculture,
tourism and hotels, construction, transportation, shipping and the
arts.
The industrial activities which may benefit under the law are
classified in three categories. The benefits and exemptions, which
include exoneration from income and import taxes, import fees
license and other taxes, are available for varying periods of time and
to varying degrees depending upon the nature of the industry and the
location where it is to be established.
Industrial incentives granted prior to Law 299 remain in effect.
The Government, upon petition of interested parties and the previous
recommendation of the Directorate of Industrial Development, may
grant the benefits of Law 299 to previously established enterprises.
Law 299 mandates domestic procurement wherever possible,
and benefits are not extended to importation of materials and
equipment when satisfactory counterparts are available in the country.

Restitution of Confiscated Property
Law 18779 establishes that when the state shall be obligated to
return confiscated property on court order, it shall only be required to
79 Gaceta Oficial of September 16, 1967.
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return the property as it is at that moment without obligation to pay
compensation or make reparation of any kind. Moreover, the state,
by virtue of this law, will not be obliged to make restitution for any
"fruits" of the property enjoyed during the period of confiscation.
Territorial Waters
Law 18680 establishes a six mile limit for territorial waters and
an additional supplemental zone adjacent to the territorial waters to
be known as the "Contiguous Zone", consisting of six miles of sea
measured from the outer limit of territorial waters. In this Contiguous
Zone the Republic will exert jurisdiction and "necessary" control to
uphold its health, monetary and customs laws, and to protect fish and
other natural resources of the sea.

Ecuador

Banking
The Central Bank of Ecuador and the Monetary Board 8I have
fixed the following interest rates: maximum contractual interest-10% per annum; savings banks-up to 4%; time deposits-from
4% to 6% depending on the number of days (from 31 to 360 days).
Land Reform
Decree 15582 amends the Agrarian Reform Law83 to include
within the definition of inactive land for purposes of expropriation:
land which is exploited with an habitual infringement of the provisions governing agricultural work and land holdings and land that is
not exploited under the responsibility and direction of the owner.
Corporations that own land may not issue bearer shares, and individuals may not own land through corporations in excess of the limit
allowed by law. Land granted under the provisions of the Agrarian
Reform Law shall be exempt from taxes and fees for the first five
years.
80

Gaceta Oficial of September 16, 1967.

81 Registro Oficial of January 11, 1968.

Registro Oficial of July 11, 1967.
a3 Registro Oficial of July 23, 1964.
82
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Guatemala
Economy
Decree 170184 creates the Instituto Guatemalteco de Turismo as
an autonomous body whose object is to promote and regulate
tourism.
Embassies
Decree 171485 granted permission, subject to certain limitations
and on a reciprocal basis with other nations, to foreign embassies to
acquire real estate in order to carry out their official diplomatic
functions. In each case authorization must be given by the President
of the Republic, after a favorable opinion of the Council of Ministers.
Immigration
New restrictions were imposed by Presidential Resolution
117686 upon the entry of foreign technicians and employees into
Guatemala.
Petroleum
Although the majority of the foreign oil companies legally have
withdrawn from Guatemala, during the past year quite a number of
new oil exploration concessions have been granted; however, up to
the present there are no producing wells in Guatemala.
Shipping
Congressional Decree 167587 abrogates Decree-Laws 444 and
468 of the Peralta regime, which required the transportation of all
merchandise imported into Guatemala, either for the Government or
for industries, which, under the Industrial Development Law, had
been granted special import duty exemptions, by the Flomerca Steamship Line, a Government owned enterprise. The abrogation of the
decrees mentioned has greatly relieved what was a most difficult
economy-depressing factor. The Guatemalan Government has continued the development and expansion of its National Port, Matias de
a4 "El Guatemalteco"
85 "El Guatemalteco"
86 "El Guatemalteco"
87 "El Guatemalteco"
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of July 7, 1967.
of June 14, 1967.

InternationaI Lawvyer, Vol. 3, No. 4

Legal Developments in Latin America

Galvez, authorizing a rotating fund up to half a million dollars
(Decree 1719).88
Haiti
PresidentialPowers
President Francois Duvalier continued to exercise almost complete governmental power in Haiti in 1967, while legal development
was characterized by the suspension of individual civil liberties and a
multiplication of taxes to increase revenues. As in 1966, President
Duvalier was again accorded full powers to issue legislative decrees
with the force of statutory law by a Decree of the Legislative
Chamber of September 19, 1967, which also suspended a number of
guarantees of the Haitian Constitution indefinitely.
Copyright
Haiti enacted a comprehensive decree on the Rights of Authors
of Literary, Scientific and Artistic Works on January 9, 1968, thus
implementing the Inter-American Copyright Convention of Washington of June 22, 1946, and the Universal Copyright Convention of
Geneva of September 6, 1952. Haiti had ratified both conventions,
but had never amended its basic Law on Literary and Artistic
Property of October 8, 1885, to incorporate these and previous
copyright conventions ratified by Haiti since then. Foreign authors
protected by the laws of other convention states are explicitly
protected in Haiti for the first time.
Taxation
Several "Economic Liberation" taxes were created by Decree of
September 28, 1967, in order to help finance the redemption of
government bonds. These include a graduated tax on employees
ranging from 1 to 20 Gourdes a month based on salary. A tax on all
goods imported or exported from Haiti was also assessed at the rate
of 5% on shipments of less than 1,000 Gourdes, 2% on shipments
from 1,000 to 10,000 Gourdes, and 1% on shipments worth more
than 10,000 Gourdes. Other taxes imposed by the same law are a 1%
tax on real property, a tax of 10% of the value of each patent worth
88

"El Guatemalteco" of December 20, 1967.
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more than 1 Gourde, and a 5% tax on the premiums collected by
insurance companies.
Treaties-Right of Asylum
Haiti denounced four Inter-American conventions on the rights
of political refugees by separate Decrees of July 17, 1967: 1) the
Inter-American Convention on the Right of Asylum, signed at
Havana on February 20, 1928, defining the right of each signatory
state to receive political refugees into its legations located on the soil
of other signatory states; 2) the Inter-American Convention on
Political Asylum, signed at Montevideo on December 26, 1933,

modifying the 1928 Convention to prohibit each signatory state in
whose legation refugees have sought asylum from extraditing them if
it considers them to be sought by their own country for political acts;
3) the Inter-American Convention on Territorial Asylum, signed at
Caracas on March 28, 1954, concerning the right of any signatory
state to receive on its territory political refugees from the territory of
other signatory states, and the obligation of such signatory state not
to extradite them to their country of origin; and 4) the Inter-American
Convention of Diplomatic Asylum, also signed at Caracas on March
28, 1954, further elaborating the provisions of the 1928 and 1933
Conventions.
Honduras

Civil Service
A Civil Service Law was enacted by Legislative Decree 12689
creating a merit system based on equality of opportunity without
regard to sex, race, religious creed, political affiliation or social class
and founded only on aptitude and fitness. The new civil service will
include employees in the Executive Branch and the Municipal
Government only.
InternationalAgreements (ODECA)
The Honduran Government, by Legislative Decree 12,90 ratified
the Final Act of the First Meeting of Foreign Ministers of the Central
American Isthmus in which is included the Protocol of Entry of the
89

La Gaceta of March 7, 1968.

90 La Gaceta of August 9, 1967.
International Latyer, Vol. 3, No. 4

Legal Developments in Latin America

Republic of Panama to the Subsidiary Organs of the Organization of
the Central American States (ODECA). By this Protocol, Panama will
form a part of the ODECA Council of Labor and Social Security,
Central American Council of Public Health and the Central American
Council of Tourism. The Protocol will become effective when ratified
by all five Central American countries and Panama.
By Legislative Decree 1391 the Honduran Government ratified
the Accord Between the Government of the United States of
America and the Member Countries of ODECA with Respect to
Economic and Social Assistance to the Programs of Central American Integration. This Accord will become effective when all five
ODECA members have ratified it.
Legislative Decree 10892 ratified the Central American Agreement of Fiscal Incentives to Industrial Development and an incorporated Protocol of Preferential Treatment of Honduras. By the
terms of the Agreement, the industries eligible for benefits, generally,
will be those conducting business in the extractive industries, forestry, fishing and agricultural fields, service industries and housing
construction. The degree to which Central American natural, human
and capital resources are put to use will be taken into account in
evaluating and classifying applicants for benefits, which include
customs, tax and other exemptions running for varying periods.
The Agreement becomes effective eight days after ratification by
the last of the five Central American countries. Honduras is granted
two additional years and Nicaragua is granted one additional year
beyond those provided by the Agreement for exemptions from
income, property and assets taxes for the purpose of equalizing
development among the Central American countries. As a further aid
to the economic development of Honduras, the Protocol provides for
special additional benefits for industries established in Honduras.
Two tables attached to the Protocol detail the extent of the benefits to
Honduras as against those available to the other Central American
countries.
Taxation
By Legislative Decree 87, 93 a Directorate General of Taxes
(DGT) is created within the Ministry of Economy. This new depen91
92
93

La Gaceta of August 10, 1967.

La Gaceta of December 20, 1967.
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dency assumes the function previously performed by the Directorate
General of Direct Taxes and has the purpose of unifying the
administration of national taxes except for those collected through
customs. There is indication that all taxes are gradually to be
incorporated under the DGT.
Mexico
Banking
With the intent of giving the National Banking Commission
(Comisidn Nacional Bancaria) more control and authority, the General Law of Credit Institutions and Auxiliary Organizations was
amended by a Congressional Decree 94 effective as of December 30,
1967. The penalties for engaging without authorization in banking
and credit operations were increased to a maximum fine of Ps.50,000
(previously Ps.5,000) and prison terms from 2 to 10 years.
The amendment defines banking and credit operations as "habitual acts as intermediary in financial markets through which those
who carry out such acts obtain funds from the public for investments
either for their own account or for the account of others."
Taxation
The Federal Income Law for 196895 continues, for individual
taxpayers, the exemption from taxation of capital gains realized upon
sale of securities. However, the exemption now applies only to the
gains from sales of securities "issued in the country." Under the
same law income received by individuals in the form of dividend§ and
interest on securities or arising from deposits in credit institutions
will continue to be exempt from the tax on total income provided
such income comes from Mexican sources. However, income of this
type continues to be subject to the tax on income from investments.
Dividends and interest from non-Mexican sources must now be
included in the computation of the tax on total income of individuals.
A separate law 96 specifies that payments made by Mexican
residents (individuals or corporations) to non-domiciled foreigners
for technical assistance, royalties, interest, rentals of railroad cars
94 Diario Oficial of December 29, 1967.
95 Diario Oficial of December 29, 1967.
96 Diario Oficial of December 29, 1967.
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and distribution of foreign publications, are to be considered as
income arising from Mexican sources and subject to income tax. This
has been the interpretation of the tax authorities in the past, which
now is clearly stated in the law.
Certain operating losses have now been excluded from the carry
forward allowance: those arising from operations which tend to
eliminate competition, write off s of uncollectable accounts or the
creation or increase of reserves for pensions not required by law or
labor agreements.
Book publishing companies now enjoy a 50% reduction in
income tax (previously 100%).
Nicaragua
Forestry

By Legislative Decree 138197 Congress adopted the Law for the
Conservation, Protection and Development of the Forest Wealth of
the Country. This law is ancillary to the General Law on Exploitation
of Natural Wealth already in force. The need for the development of
lumber and wood industries is recognized and toward this end
procedures are established for obtaining concessions with a maximum term of 15 years, extendible for up to two successive periods of
equal length. Tax exemptions will be granted, but an initial tax, a
surface tax and an exploitation tax will be levied against concessionaires under this special forestry law. Wood may only be exported as
lumber, plywood or furniture except where by its nature it cannot or
should not be processed within the country.
Industrial Property

Executive Decree 2-L 98 amends the law of July 23, 1935 which
deals with the registration of industrial property. A special office for
the registration and protection of industrial property, trade marks,
commercial and trade names, patents, models and industrial drawings, is established.
InternationalAgreements

By Acuerdo 799 Nicaragua adopted the Protocol to the Central
97
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98 Gaceta Oficial of April 5, 1968.

a Gaceta Oficial of October 17, 1967.
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American Agreement of Fiscal Incentives to Industrial Development.
This Protocol may be found detailed in the section on Honduras.
Nicaragua ratified the Protocol to the Central American Agreement as to Equalization of Burdens on Importations. 10 0 The items
affected by this Protocol are listed in the Annex thereto.
Professions
The Executive Power adopted a rather complete system of
regulation of the Public Accounting Profession by Acuerdo 41-J' ° I
which includes not only the prerequisites for the practice of accounting but also describes the entities and circumstances requiring the
intervention of a C.P.A. Authorization for foreigners to exercise this
profession within Nicaragua is provided for.
Transportation
By Legislative Decree 1331102 Congress created a National
Transportation Council with jurisdiction over the technical, economic and administrative regulation of all land and water transportation except that of railroads and international maritime transportation. Among the duties of the Council will be the registration of
all vehicles and operators, the setting of itineraries and fee schedules
for commercial transportation and the granting of concessions in this
field.

Panama
Land Reform
Law 1103 of 1968 modifies Law 37 of 1962 (Agrarian Code)
allowing the use of aerial photography for the issuance of titles.
Territorial Waters
Law 31104 of 1967 extends the limit of the territorial waters to
200 nautical miles (previously 12 miles).
100Gaceta
101 Gaceta
102 Gaceta
103 Gaceta
104 Gaceta

Oficial
Oficial
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February 1, 1968.
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Peru
Securities Regulation
Law 17020105 creates a Comisidn de Valores to regulate and
supervise the securities market, stock exchanges and stockbrokers.
The main objectives of the Comision are to see that securities offered
to the public are properly issued and negotiated, that transactions are
centralized in the stock exchanges to insure the certainty and
correctness of quoted prices and to take measures to increase the
volume of market transactions. The Comisidn will have 12 members,
one each appointed by the Executive, the Minister of the Treasury,
the Board of the Lima Stock Exchange, the Stockbroker Association
Board, the Central Reserve Bank, the commercial banks and two
each appointed by the state banks, the Union of Private Employees
and the Confederation of Workers of Peri. Two representatives for
Commerce and Production shall be appointed in the manner to be
provided in the Regulations.
The minimum requirements for a company to be listed on a stock
exchange are: paid-up capital of five million gold soles, by-laws
requiring a vote of 2/3 of the holders of the listed securities for the
withdrawal of such listing and an agreement between the company
and the stock exchange as to the obligations to be fulfilled after listing
within the general norms approved by the Comisi6n.
Public offerings of securities, whether national or foreign, will be
permitted only if the issue is listed in the Comisi6n's Registry, and
state banks and other government agencies may acquire or accept as
collateral only listed securities. The law also affords listed securities
certain tax concessions.
Venezuela
The 1967-68 period has been one dominated by political considerations related to the December 1968 Presidential elections.
Agriculture
An Agricultural Development Bank 106 was created to stimulate
agricultural, cattle-raising, fishing and forestry development. Special
provisions were made for the creation of agricultural and industrial
105 El Peruano of May 29, 1968.

106 Gaceta Oficial No. 28397, August 5, 1967.
International Lawyer, Vol. 3, No. 4

INTERNATIONAL LAWYER

888

pledges in favor of the Bank which permit the debtor to remain in
possession of the property pledged.
Customs Duties
Regulations 10 7 to the Customs Law were issued governing free
trade zones generally and creating such an area on the island of
Margarita.
DisasterAssistance
Congress adopted special legislation 10 8 to give financial aid to the
victims of the July 29, 1967 earthquake, including a moratorium on
execution of mortgages against buildings damaged by the quake and
the transfer of part of the losses to mortgagees. Provisions were also
included for granting loans for repairs, reconstruction or relocation
for up to 20 years at modest interest rates.
Negotiable Instruments
In 1966 some consternation was caused by a decision of one of
the Commercial Courts of first instance invalidating the provisions of
a promissory note providing for the payment of interest. This case
was subsequently reversed by the Superior Court, which reversal was
upheld by the Corte Suprema de Justicia, in a decision rendered April
4, 1968. The Supreme Court's decision upheld the validity of the
interest clause customarily contained in most promissory notes
issued in Venezuela.
Petroleum
Article 3 of the 1943 Law of Hydrocarbons was amended in
order to authorize the exploration and development of hydrocarbons
by contract popularly known as "service contract." Since 1958 the
Government has announced a policy of not granting any more
concessions, and a great deal has been said about carrying out
petroleum activities by means of service contracts with the stateowned oil company, Corporaci6n Venezolana del Petr6leo (CVP).
However, it was not until this amendment was adopted in August of
1967 that CVP had the necessary authority. Article 3, as amended,
now permits exploration and development either (1) by the state
Gaceta Oficial No. 28391, July 29, 1967.
Especiales, Gaceta Oficial No. 28515, December 23, 1967;
regulations contained in Decree No. 1053, Gaceta Oficial No. 28555, February 10, 1968.
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108 Ley de Medidas
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directly; (2) by contract between a state agency, i.e., CVP, and a
private or a state-owned oil company; and (3) by concession. There
are nine conditions which according to the statutory amendment must
be included in any service contract signed. Of particular importance
is the provision relative to "reversion," which requires that all lands,
permanent structures, equipment or any other asset "acquired" for
purposes of the contract must be preserved for delivery to the Nation
upon the termination of the contract for any reason. The general
provision on "reversion" (Article 80 of the Law of Hydrocarbons) is
that permanent structures actually located on development concessions pass to the Nation upon the expiration of said concessions. The
more sweeping language applicable to service contracts reflects an
attitude of the Ministry of Mines and Hydrocarbons that all assets of
a concessionaire, wherever located, must be preserved to become the
property of the Nation. However, this attitude is not supported by
three decisions of the Supreme Court, which hold that the Nation has
only an "expectancy" of ownership in the assets on concessions that
is not realized until the concessions expire. The usual duration of a
service contract is twenty years, reckoned from the commencement
of development; whereas, that of a concession is forty years. Where
applicable, these contracts are subject to the other provisions of the
Law of Hydrocarbons, although Article 3 provides that service
contract conditions must be more favorable than those stated for
concessions in the same law.
Resolutions 988 and 1183 were adopted by the Ministry of
Mines and Hydrocarbons in further implementation of Executive
Decree 187, which is designed to give CVP one-third of the domestic
gasoline market by the end of 1968.
As of this writing, two major producers had publicly announced
plans to build desulphurization plants' 0 9 in accordance with last
year's legislation, and agreements have been signed with the Venezuelan Government fixing reference prices for tax purposes through
1976 and permitting accelerated depreciation of such facilities.
Politics
Detailed rules have been established to govern election campaign
advertising." 0 Limitations are imposed on such aspects as how, when
and where campaign posters and literature may be displayed.
109 El Nacional, January 6, 1968.
110 Gaceta Oficial, February 1, 1968.
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Taxation
Regulations to the new tax law-too numerous to comment upon
here-were issued February 22, 1968.111 It should be noted that a

special provision exempting certain foreign-source (non-Venezuelan)
income from the withholding tax on dividends favors the establishment of Venezuelan-based holding companies.
Tourism
The business of travel and tourism is now fully regulated by
Resolution 412112 which specifies the types of agencies that may
exist, the services they may perform, and their minimum capital. It
also requires them to be bonded and to obtain approval of the Office
of Tourism, and a code of professional ethics is enacted.
Significant Decisions of the
Supreme Court in the 1967 Term
1. In a decision of December 20, 1967, the Court established
that mortgages and surety bonds pay 25% of the registration fees
required by the Public Registry Law when said mortgages or bonds
constitute the principal purpose of the document to be registered; but
that when they are accessory to another principal act being registered, such as a guarantee for loan, the full registration fee must be
paid.
An example of a bond that is in itself the principal document
being registered is a bond that a public official is required to post.
However, by extension of the Court's decision it would appear that
by registering a mortgage instrument by itself without registering the
loan agreement which it guarantees, the registration fees would be
25% of what would otherwise be paid.
2. By another decision on December 20, 1967, the Court
declared that the Governor of the Federal District can prohibit the
sale of any lottery tickets within his jurisdiction other than those of
the Federal District and that such prohibition does not create an
illegal monopoly but simply reserves to the municipality a fiscal
measure.
3. The Supreme Court handed down a decision important to
111 Decree No. 1062, Gaceta Oficial No. Extraordinario 1183, February 22, 1968,
reprinted due to error in copy, Gaceta Oficial No. Extraordinario 1194 of April 3, 1968.
112 Gaceta Oficial of March 6, 1968.
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both mining and petroleum companies in the Western Ore Company
case decided December 21, 1967.113 Western Orefollowed the Maria

Luisa and Compali'a Meridional de Minas cases in upholding the
Ministerial resolution that the company's iron ore concession had
lapsed for failure of exploitation. However, it went beyond prior
decisions in this area. Although Western Ore's concession had been
issued pursuant to a 1928 mining law that contained no minimum
work or exploitation obligations, the Court held there existed an
obligation to exploit the mines based upon the very nature of the
concession, such obligation commencing immediately upon the issuance of the concession if the law did not grant a longer period for
initiation of exploitation. The Court further held that although
concessions were fundamentally governed by the law under which
they were granted, Congress had the power to add subsequent
modifications in the general interest. The Court concluded by holding
that the Mining Law of 1944, currently in effect, imposed upon all
concessionaires an obligation to put their mines into exploitation
within five years and was actually more favorable to Western Ore
than the 1928 law, which obligated the concessionaire to start
exploitation immediately. The implications of this decision for petroleum concessionaires holding undeveloped areas have caused concern.
Air Transportation
A review of air transportation in Latin America is best approached on a regional basis since operations, types of carriers, and,
to a certain extent, governmental air transport policies vary from
region to region. The regions to be reviewed are South America,
Central America including Panama and Mexico, and the Caribbean.
South America
With the exception of Uruguay, Paraguay, Bolivia and the
Guianas every country in South America has certificated at least one
major international airline. The international operations of some of
these carriers are confined to other Latin American countries and the
United States, but countries such as Colombia, Venezuela, Brazil and
Argentina have authorized more extensive operations. Major air
113 Gaceta Oficial No. Extraordinario 1180, February 13, 1968.
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carriers in South America are thus concerned with the "international
picture" and of necessity are involved with treaties and agreements
concerning international air transportation.
One such involvement was with the Warsaw Convention, and
specifically the liability limitations provisions of Warsaw. It should be
recalled that the controversy regarding Warsaw resulted in an
agreement at Montreal among certain carriers to raise liability to
$75,000 for operations into, out of, or with an agreed stopping point
in the United States. Avianca, Varig, Apsa, Viasa, Aereonaves
(Mexico) and Air Jamaica (Caribbean) after considerable soul searching joined other international airlines in the agreement. Acceptance
of the increased limit by the South American carriers was, in general,
a defensive move lacking in conviction that the move was in the best
interest of the carriers.
Pooling agreements with European carriers was another defensive move by South American airlines. Aerolin'eas Argentinas, Varig,
Avianca, among others, renewed old agreements or entered into new
ones to meet the strong competition of powerful international carriers
particularly those from the United States. Pooling agreements which
affect operations to the United States continued to present difficult
legal and political problems to the United States Government; also,
competitive problems to the United States airlines.
An agreement to unify cargo operations by the major carriers of
Colombia, Venezuela, Bolivia, Ecuador, Peru, Chile and Argentina
was another development worthy of note. It should be recalled that
an attempt to create a Latin American Air Fleet (FALA) was made in
the early sixties, but that the project was never implemented. FALA
was essentially a governmental venture, but the present effort in the
field of air cargo is still a private undertaking. More than a year has

elapsed since the air cargo project was conceived and considerable
time and effort has been spent in the preliminaries, but the hard
decisions necessary to bring the project to fruition have yet to be
made.
Activity in the field of bilateral air transport agreements was
extensive, particularly with the United States. In negotiations with
the United States, the major South American countries reaffirmed
their interpretation of the Bermuda principles, i.e., control of capacity
and a prior review. In those cases where the United States gained
acceptance of its interpretation, the countries concerned may have
been swayed by an improvement in the existing route structures to
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the United States. Bilateral negotiations between South American
countries and with European countries reaffirmed-in the main-the
principle of control of capacity.
Argentina and Brazil promulgated new Aviation Codes; Colombia and Uruguay have circulated draft projects but these are still in
the very first stages of the drafting process.
Central America
Each of the five Central American countries has an international
carrier, but their operations are limited to the Central American
Isthmus (including M6xico and Panami) and to the United States.
The "bread and butter" operation is the one to the United States, and
the need to protect this operation has led to some restrictions on the
operations of the only U.S. scheduled air carrier in Central America
(Pan American).
The Central American Consortium about which much has been
heard is still dormant, and there is little indication at present that it
will ever get off the ground. The catalyst to bring the Central
American airlines together is still lacking in spite of the fact that the
project is eminently appropriate within the concept of the Central
American Common Market. Further, the need for improved air
transport in Central America remains acute.
A TAN/LANICA operation to Miami brought these two carriers
before the U.S. CAB on the grounds that the operation is not
sanctioned by their operating permits. At issue is the use of the routes
authorized to one foreign carrier by another foreign carrier; a sticky
point for the U.S.-not legally, but politically-since the foreign
carriers claim that they are cooperating as they are supposed to do
under the Alliance for Progress, Punta del Este, etc.
A positive step was the acceptance of COCESNA (Communications and Air Navigation Corporation) by the airlines as the entity to
control air navigation communications in the area. This governmental
organization had a rocky start, but a modus vivendi has been reached.
If operated efficiently and kept out of politics, it should bring about a
decided improvement in airline communications in an area well
known for the diversity and inadequacy of its communication services.
Bilateral air transport agreement activity in the five Central
American countries was practically nil. None of the five countries has
an air transport agreement with the United States, and the activity
International Lawer, Vol. 3, No. 4
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between Guatemala and Belgium and Guatemala and Germany was
but a ripple in an otherwise tranquil sea.
PanamAi has generated some activity. Bilateral air agreements
were signed with the Netherlands and Canada and the bilateral with
the United States amended. Of particular interest is a provision in the
amended U.S. agreement providing that "neither party will impose
unilateral restrictions with respect to capacity, frequencies, or type of
aircraft employed over an agreed route or routes."
The Regional Aviation Assistance Group in PanamAi, under AID
auspices, prepared an extensive study entitled "Aviation in PanamAi."
Air transport activity in Mexico centered mainly on the financial
difficulties of CMA, and the ultimate structure which could be given
to Mexico's international aviation. At times it appeared that a merger
of Aereonaves and CMA was imminent, but this failed to materialize.
There is still talk of a combination and the creation of "Air Mexico,"
but the proponents of the move seem to have lost their enthusiasm, or
their power.
Mdxico remains concerned with the concessions it allegedly
granted the United States at the last renewal of the air transport
agreement. Mexican carriers claim that they have been damaged by
the liberal grants to U.S. carriers, and that readjustments must be
made in the future. The forthcoming Olympics will help to sweep
under the rug, at least temporarily, the complaint of the Mexican
airlines, but the air transport relations between Mdxico and the U.S.
are bound to be tested when formal negotiations take place in the
future. Of particular concern to Mexico is its commitment to go "to
full Bermuda" in July 1968.
Caribbean
An agreement similar to the TAN/LANICA arrangement previously described was entered into between Viasa and Compafiia
Dominicana de Aviacion (CDA). This venture also led to the appearance of both foreign airlines before the CAB. No decision has been
reached as yet; the issue is the same as in the Central American case.

Air transportation is a major factor in Latin America, but it
generates-comparatively speaking-little judicial or legislative activity. Attorneys interested in air transportation in Latin America
should focus closely on developments in our CAB, and in the fields of
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bilateral air transport agreements and operating permits. This is
where the activity lies and where the airlines-either U.S. or Latin
American-encounter their problems.
Of overall interest is the continuation of the annual Inter-American Aviation Law Conferences sponsored since 1964 by the School
of Law of the University of Miami. The Fifth Conference recently
held in Miami again brought together the leading attorneys and
governmental and airline officials in the Western Hemisphere. The
Sixth Conference is scheduled for March 1969 at Miami.
Lafta
Source Materials
It would be a monumental task to summarize the recent developments and current critical matters within the Latin American Free
Trade Association. The ultimate nature and shape of LAFTA is
anything but certain, yet there is a body of institutional "law"
developing in the midst of the political and economic conflicts
inherent in the process of regional economic integration. To follow
such developments and to comprehend the significance of related
matters, such as the multilateral plan to develop the River Plate
Basin, requires virtually full-time effort on the part of those interested in the economic integration of Latin America.
To date there have been more than two hundred resolutions by
the Council of Ministers. Each of these constitutes a step in the
evolution of LAFTA, such as Resolution 202, September 2, 1967,
establishing the norms for the creation of subregional accords. This is
the basis for the Andean Subregional Accord, covering Bolivia,
Colombia, Chile, Ecuador, Peru'and Venezuela, the special grouping
which is the logical outgrowth of the overwhelming competition
posed by Argentina, Brazil and Mexico. Although the agreement has
not yet been implemented, to a certain degree due to hesitancy on the
part of Venezuela, it is well enough developed to be deserving of
serious consideration. Another current development is the Chemical
Industry Complementation Agreement, involving 125 chemical products, the original Protocol Accord of which was signed in Montevideo on December 19, 1967. Its full implications are yet to be felt, but
anyone concerned with the chemical industry would be well advised
to become informed.
There are now well established research and reporting channels
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dealing with LAFTA developments, and it is felt that a useful
function may be served by spotlighting such sources, so the reader
can gain easier access to the material necessary for his purposes.
The original institutional source material is available at low cost
from the Permanent Executive Committee, at the following address:
Asociacti6n Latinoamericana de Libre Comercio
Oficina de Ventas y Subscripciones
Cebollati 1461, Casilla de Correo 577
Montevideo, Uruguay
Many publications are available, such as the Consolidated List of
Concessions, Customs Nomenclature, the treaty and resolutions,

statistical services, and bound volumes of back issues of the period
publications.
Available on an annual subscription basis is the following
material:
1. "Sintesis Mensual," a monthly review of LAFTA activities,
statistics, integration studies, and other themes of interest.
US$4.00, airmail; single issue $.50.
2. "Documentos" US$30 airmail, US$15 surface, consisting
of the following materials:
I. "Repartidos y Documentos Informativos," including statistics, legal action taken by member
countries regarding the Treaty of Montevideo,
and material of general interest, such as:
a) Complementation Agreements
b) Decisions on Origin
c) Agendas for Meetings
II. "Circulares," including bibliographical lists, documentation, and informative press reviews.
III. "Informes," including information regarding
meetings, such as those of Councils, Consultative
Commissions, Advisory Commissions, sectorial
meetings and study groups and special meetings.
Of general interest in this area are the activities of the "Instituto
Interamericano de Estudios Juridicos Internacionales," founded in
1963 under the general auspices of the Pan American Union. "Five
Years of Labor, 1963-1968," the report of Dr. Francisco GarciaInternationalLawyer, Vol. 3, No. 4

Legal Developments in Latin America

Amador, the Secretary General, of the Institute's activity and publications to date, is available upon request (201 19th Street, N.W.,
Washington, D.C. 20006). That report deals with many of the legal
issues posed by the Treaty of Montevideo, such as constitutionality
and conflict with local law. The Institute's research has led to several
publications, such as Round Table on the Integration of Latin
America and the ConstitutionalQuestion (1967, 370 pages) and The
Judicialand InstitutionalProblem of the Integrationof Latin America
(provisional publication, Spanish only, 1967, 871 pages). The latter is
an extensive study of both Latin American and Central American
integration, set against the evolution of the Common Market in
Europe. These many studies and efforts of the Institute, carried out
by foremost legal scholars from North, Central and South America,
deserve the attention of those concerned or working with problems in
the area.
In addition to the foregoing, the Inter-American Development
Bank founded the "Instituto para ]a Integraci6n de America Latina
(INTAL)," with principal offices in Buenos Aires, Argentina. INTAL
is concerned not only with legal aspects of integration (as to which
there is cooperation with the "Instituto Interamericano" mentioned
above), but with broad economic, social and political aspects. Its
monthly publication, "Boletin de ia Integraci6n," gives a comprehensive review of all facets of integration, citing diverse sources and
events material to the integration movement. In addition to this
monthly, INTAL recently announced a semiannual "Revista de la
Integraci6n," available for $3 per year, $5 for two years, at Casilla de
Correos 39, Sucursal 1, Buenos Aires, Argentina. The announcement
of this "Review" was carried in a useful weekly, the "Alliance for
Progress Weekly Newsletter," available from the Pan American
Union, 19th and Constitution Avenue, N.W., Washington, D.C.
20006.
The above materials and sources should lead the reader well into
the mainstream of thinking and research on the economic integration
of Latin America.
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